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ERRATA TO TESTIMONY OF WITNESS STUART ELLIOTT (COS-T-2)

Capital One Services, Inc hereby gives notice of the following errata to the testimony of Stuart Elliott, COS-T-2:

1.
On page 2, line 20, change “117” to “112”;

2.
On page 3 a footnote 1 has been added to line 11 and the bottom of the page to explain the change in mail volumes;

3.
On Exhibit 2, the reported volumes of First-Class solicitations for October and November, 2001 have been changed, and a new footnote has been added to the bottom of the page to explain the changes; and

4.
The data changes in Exhibit 2 require a change in the graph in Exhibit 4.

Replacement pages are attached.
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2.
Capital One’s mail volume forecast represents a continuation of historical levels of solicitation, with a reduced growth rate for customer mail.  For First-Class Mail solicitations, the continuation of historical levels of mail volume contrasts with an eight-month period of unusually high mail volume, from October 2001 to May 2002.


Capital One has provided mail volume projections for FY 2003 in its testimony for the types of mail covered by the terms of the Negotiated Service Agreement (NSA).  These projections are reproduced in Exhibit 1 for reference.  Exhibit 2 shows the Company’s mail volumes for the same types of mail from October 1999 to September 2002.  


For Standard Mail solicitations, the data in Exhibit 2 show a high level of month-to-month variation.  For these solicitations, the graph in Exhibit 3 shows that the average level of solicitations increased during FY 2000, but has been roughly constant at 79 million pieces per month for the past two years.


For First-Class Mail solicitations, the data in Exhibit 2 also show a high level of month-to-month variation.  The graph of this mail volume in Exhibit 4 makes it clear that First-Class Mail solicitation volume has averaged about 63 million per month from October 1999 to July 2002, except for the period from October 2001 to May 2002, when it averaged about 112 million.


For FY 2003, Capital One’s projection of 768 million pieces of First-Class Mail solicitation implies an average of 64 million pieces monthly.  This represents a continuation of the Company’s historical rate of First-Class Mail solicitation that

has been in force for the past three years with the exception of the anomalous eight-month period from October 2001 to May 2002.


For customer mail, the data in Exhibit 2 show a steady growth in mail volumes since October 1999.  This growth is shown graphically in Exhibit 5.  Over this period, the Company’s customer mail grew at an annual rate of 32 percent.  


The projected continuation of historical levels of solicitation with a higher account base implies that annual account growth will be slower during FY 2003 than it has been in recent years.  Slower account growth implies in turn slower growth in customer mail volume.  For FY 2003, Capital One projects that there will be approximately 640 million pieces of customer mail.  This represents an annual increase of 9.8 percent over the estimated 583 million pieces of customer mail that the Company will send in FY 2002.
  

3.
The increase in First-Class Mail solicitations during the eight-month period from October 2001 to May 2002 was due to the unique, anomalous post-9/11 environment.  This increase was reversed by June 2002.

The historical volume data show a large increase in First-Class Mail solicitations in October 2001, followed by an equally large decrease starting in June 2002.

The eight-month increase in First-Class Mail solicitation pieces that took place from October 2001 until May 2002 was a temporary deviation from the 
� This estimate of FY2002 customer mail volume omits a one-time mailing of 41,588,388 pieces of customer mail in October and November 2001 related to a new arbitration provision in the contract between Capital One and its customers.





